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)iGrowth Trends in the Economy

T

- etonomy hos beeh interrupted periodic

#

THIE‘- Anterican economy in the past 50 years hos shown
a ramaricably persistont rato of growth. i long-term
charactatiztic is beat reflected by the couras of the Nation's
tota] produstion of gooda ond services, which has increased
ot on Y rate oi about 3 t per yenr.

Indaed, since 1940 the riss In total output has beon evan
fasier—aoveraging & tﬁ;ameph pEr Yent, iz mors rapid ex-
paneion represents tha gains mads from the immediate prs-
war years—when unemploymeni wis subatantial ond fotal
producéion was below the long term trend—to the high
netivity period of recent. yenrs.

It is, of course, true thot the long-term prowth of the

yoloal deolines

by ¢

in business activity of varyin umPligud:aﬂ snd duration.
But each period of decline has baen followed by a period of
remvh_ which eventually brought total production to &
new high.
. Furthermore, in every period some indusiries sand prod-
ucts have shown exceptionally ropid production growth and
their sctivities have sontributed to &E general upswing or
have helpad to restriot the decline. The bulle of American
industry, however, cannot be elassified as inst-growing
though many old-established Jndnatries have sxpandad and

me vigorous through aggressive marketng and forward-

Iooking s,
Itis nﬁ: purpose of this study o illustrate the wide diver-
ﬁncea smongindustriesand products in trends of cutput from
o immedinte prewar peried to the geht. Partioular

. emphasis will be given to delineating the charncteristics of

the new fast-growing indusiriez and products snd ¢o illus-
trating the trends in the old-established indusiries which
have continued to expand at o repid pace. .

The output of most industrizs in ostwor period hae
bezn grently in exesss of prewar rates, iz wny pssociated
with population growth, much higher purchasing powar, and
henes greater demand for all types of poods and eervices,
and with the very hanvy investment in plant and equipment
which brought substantinl additions i¢ the capeoty to

w

ce.

In this faverable ecenomic elimate, the sutput of meny in-
dustrics and products has, however, shown excepti
apid growth. Thess inslude g host of relatively now prod-
ucks, such ng the “mirpecle” drugs and eynthetis fibers, os
well as & number of old-estoablished ones, such as eleclric
power and cigaretias.

To further the development and morketing of new prod-
ucts, many firms nra allacating an increasing proportion of
their budget to industrinl nad scientifie vesesreh and to
prodnet testine. - In 1951, for examplo, direct sutlays for
such purposes by industry amounted to $1.2 billion; in addi-
tion, nearly another $1.5 billion was spent through Govern-
meni-supported Elmgmms. Thiz represents a substantial
incrense in expenditures for these purposes over the VET
rabes.  Thus, a stendy flow of new discoveries can bo de-
pended upon ond the nssocisted work toward their npplica-

tion is rapidly being expanded.
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As in the poat, the fruits of indusirial and scientific research

can courtked wpon o contribute importantly to the
MNation’s growth in t?hﬁ periad shend. Also, the marketing of
new products and mprovement in the quolity of old bave

rezulted in real benefits to both producers and coneumers.

Newly developad uets displey 8 varisty of patterns in
thair market-life. Seme do not sesm to “cateh on' and after
on :E:lom?:ﬂ life lglismppmr from the nnf:mri:at].n cl]gcl?h Dl;hmsf
go neh o rapidly growing phose after w @ rate o
growth cﬁminishns. ﬁ%& maintain & strong growth
ovar a long period of yonrs, with ne apparent diminution in
the d . Ilnstrations of divergent capericaces covering
the pericd of the Inst decads ars shown in the chact.

For the new products which are suceessiully launched,
riging demands are accompanied by expansion in mvesi-
ment—in pew plant and equipment and in inventories. As
the demeand enichos up wnd excends the aupplmuw planis
are built to increass the capacity Lo produce. a favornble
demand and profit prospocts in the new lines provide induca-
ments for business entries into the new product field both in
the production and distribution sectors. They further pro-
vide incentives for oxisting frms to add the new lines to
complement their old ones. Many established eompanies
bove thus expended b de.?aluping entirely new lines, in
addition te 'memxgg quality of their existing proditets
and finding new broadened morkeis for regular line
produ-::ts.

Consumers also benefit from the marketing of new or
battar ?uuhﬂgmducm which add to the variety nod enjoy-
ment of evailable goods and services. The benefits increase
nz the efficiencies of rising production are passed on in lower
prices, a8 hns been demonsireted in many cases in recent

Feure. et

In view of the ropidity with which new produets have beem
intraduced in the racent pericd, and the fack that the demand
for many of them is etill in the sxpanding phase, it appeors
thai, in the a.ggregljste, they will continue to contribute ima
portantly to total business activity in the near-ferm future.

Divergence in trends of output

To illustrate the diversity of the preduction trends, dato
have been pollectad on specific industries and produects, going
back to 1900 where possible. Altopether, over 160 series
were led, These are listed in an accompanying table.

It should ba emphasized that the list is only a partial ons.
The porticular items includad serve to exemplify the wide
range and character of recent production trends, with special
emplnais on the prowth rates of products which have been
recently introdweed and on the established fust.-gmwinﬁ
industnies.  Muny industries and products, ecouse of lac
of dota or Ior other reasons, hnvs not beasn ineludad.

Becauss of the paréinl natera of the lis, it excludes many
items whigh are well known ta be new and growing; it also
excludes pthor items which hova shown declining tendeneios.
For example, indusicial applications of electronic devices
angd mensuring snd controlling inatrunmenta have made great
etrides in recent years. The growth in the use of these nnd
other types of machines hos been dua in perk to the greater
acceracy of operntions, better quality control, and to the
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llustrations of production changes from 1940 to 1951
compared with the increase in total national output

Many indwtries or products have increased ot o faster
annval rate than total owtput, , ,
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cost-reduction poasibilitiaz which are offared by anch new

products. It has not been possible to examine the prowth

'tfendﬂmtn&nyof these arens primarily because of of
atn.

In genernl, & number of basic charactexisiics were noted
in the evaluation af the produsction movement of the selected
industries or produsts,

1. SBome industrics—such ns cigarettes, olectric power,
talephone service, and moter truck Eransportation—eon-
tinue to be fset-prowing over long periods and are enly

moderately sffected by business Auctuadions.
- 3, Other industries show a very subatantial response to
depression nnd recovery forces but, after allowance for the
infleeacea of these forces, muintain & net upward growth.
Examples of these industries are washing machines, slectrie
ravges, aluminura, snd paper. _ ‘

3. Bome other industriea go thrnrth o period of very ropid
growth in thelr early stoges of development, aftar whieh the
rise in production and demand moderetes; in some of these
cases oufput moy eventually stabilize or even decline. Ex-
amples of these atter industries are iumber and snthracite,
where the long-term trends have been downwerd since the

4. Many industries have been in produstion only in recant
vears and, consequenily, are atill in the phrse of vory rapid
developiment,

Basts of classification

The su]fucte:d iud_usbriesﬂl;]wat’l;f;n dg:laiﬁal;;d in three hma.g
upa-—fast-growing, modern or elowly growing, an
ﬂ;lmmg, or the bagis of their expariencs since 1940.

Most industries heve shown very substantinl growih since
1940, but Tnuch of this has been associated with the
inrreasa in total economic activity during this period. Cone
seaquently, in classifying the induatries on the basis of their
rates of growth or deeline, it wes necessary to take seeount of
the effsct of the growth of the total ceonomy upon the trand
of the porticular mdustry.

A number of methods can be used to derive the *true®™
trand, but in the final analysis the paréicular method sclected
myst resh, 10 some degree, on judgment. The clamifieation
shown in the lat was based on the pimplest possible approach
10 determine the trend—namaly, the avernge anouzl rate of
chonge from 1940 to 1951,

As plready indieated, the total physical output of the
Hu.i;iun increased Ail‘u ﬂ];i_ﬂ perimgl l}g’ﬁm a;rfﬁaaga ;x;.dhia of & por-
cont per yoar, arbitrary selection of the rapidly growing
indusliﬂem made by including in the first group nﬁﬁs st
culy those items which had an averoge rate of increase of 74
pereent or more per year; in other words, those which had
increasad by at lenst helf again as much a8 total output over

pericil, . .

The middle group ineludes a selection of modarately and
slowly growing industries—ilose having an avernge pnmnual
rote of incrense from 0 to 7X percent. The iower group
;llslﬂlu:l;lﬂ industriez showing actuel declines in the peried

Gelec).

Other mothods of determinang the treads and classifying
the itemz, suchk a5 by lenst equores trend anrlysiz or by &
combination of trend and cyelical considerations, would pro-
duee different elpssifications, However, in any cose, o major-
%ﬂf the items would fall within the groupings shown in the

Ths teble shows the actual production for the years 1540,
1948, 1951, and 1952 (preliminoiy); also presentod s dhe
avernge annoal vate of change for the period 1940 to 1851, A
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iypical representation of the varioty of bronds over this peried
is portrayed in tha chart,

New and old producis show fast growth

Tha group of {set-growing industries includes 60-0dd items.
The value of output of these goode and services, although the
ligt. is inmm};hta, is lorge—over 340 billion in 1951, or four
times that of 1940, ]

Among the fast-growing industries are included both newly-
developed industries of the past dozen ’FWB and the old ones
which are still rapidly expanding. These industries cover
all cateporien of dursbility —mondurables, durables, and
services, Such fastgrowing products as lelevision sefs
freczers, nnd clothes dryers are examplos of consumer hard
goods. Antibiotics snd frozen foods are typicel of the con-
sumer nendurable goods g'rm}p Digsel locomotives
truck brailers are ilustrative of producers' dirables, Such
iteme as synthetie yubboer and man-made fibers illusirate the
raw ond semi-fnished materials, while electric power and eir
fronsportation exemplify the servicoes.

Crrer one-thicd of the items in the fos mme Bﬁ;oup ara
new products; the remaind er comprises old-eatab d prod-
ucts which have continued to grow rapidly in the past deenda,

For the G0-0dd products which are included in the fnst-
growing group, the weighted average increase has been 10
Fareent per year, with rate of growth per year ranging

rom 7% percent for washing machines to over 100 percent for
eotibiotics.

No attempt is made hore to forecast the course of the fnst-
growing industries in the next several years; ner has any
sitempt besn made to predict the now merkets which might
eventuaie in the future as n vesult of new discoveries and
apglicnt-iuns. o

ther seciors in which rapid cxpansion s indicated —por-
tieulnily those influencod by such factors as the inerenss in
the populstien and in the number of cors in ves—ore outbside
the scopo of this anslysis. Sush growth possibilifes would
extend to the large demand for school teachers, schools, com-
munity facilitics associated with growing suburbon arens, ond
the expansion of the Nation's highway ayatem.

Relation of growih indusiries to cycle

Frst axperionce has indicgted that, in general, the output
of dursbls goads itome haa rnqgnnded mora markedly to
businesz Buctuations than that of nondurables and sarviess,
For & compenéively new durable product, however, Ghe

wih forces hove usnally been more dominant, and & severe
mﬁna in businesa netivily hae tended to interrupt oﬁrawt.h
only temporarily. Among the new nondurable geuds nnd

services the growth has continved even under moderstely
adverse geneial businessz conditions. Thns, o renersl busi-
noss o s would affect the demond for the

_ 1 ) ast-growing
items in varying degrees, with the pattora of being:
more maderate than that of the eld-established products.

It should ba noted thet in 1951 and continuing through
part of 19052, tha output of some industiies declined from
1960 even though tatnl business getivity continued upward.
This was particutmly true of meny of conmimer Jurabls

roducts, including some relatively new iteme which had
Eeeu faat-growing in the prior yeors,

The 1951-52 redaced rates of output in these cases were
associnted with n number of special and temporary devalo
ments which followed the outbrenk of hoatilities in I{orea in
1050, Among numerous other factors, these included the
two buying woves fellowing Korea; the impesition of credit
controls; the diversion of many resonrees for military use;
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pind the uncertainties with respeet to price movements.
These factors had the effect of Elﬂwinﬁ down consumer pur-
chasea of mony ifems relative to tha lavel and direction of
ineome. In the lasé half of 1952 produstion of most of these

items was moving upward u@'n as o result of fhe gradual

wenring out of the effects of the buying waves and the mors

favorable development of the other fnciors.

Most industries grow moderately or slowly
Practicelly all of the moderately- or slowly-growing prod-

ncts shown in the list—thoss which incrsased by less than

T4 percent—ra pld-cstablished, These inelude & wida range
of poods and services with long established uses both for
industrinl and cohsumer purposes aod comprise the ranjor
ocubput of American industry. Some of the producta which
bava grown at a slower rate than the national average growth
are those which usu in the past have been relatively
ingepsitive to chanpes in apprepnts demond. Examples of
theﬁn{e are aplt, shoes, floar, soap, toboeco, wod condensed
InLK.

Even in thi= pericd of substantizl genersl economic growih
of the past decade, the outpui of some industries and prod-
uets has shown declining tendencies. The toble lists 17 of
these cazes. Thers are & number of reasons for these declining
trends. Bubstifutions of products by more efficient, better
quality or cheaper iterns have hean important considerations
in many coges; examples of these items are steam locomotivea,
which have been mostly displaced by the diesels; anthraeits
which hos been steadily losing oud to eompoting fusls; and
aoap, which has declined as & result of some tonsiderable
re;ﬂlcemmt by the detergents. In other cases consumer
tautes have with consequent shifts to other products.
Thus, testes have shiftad from pipe smoking toward wider
use of ottes, with the regult that a d has taken
place in the cutput of manofastured tobecco.

Contribution to economic activity

Of special inlerest Is the impnct of rapidly-growing prod-
ucis on the economy. As already indicated, the devalopment
and marketing of thess praduets involve considerabls ontl
for new plant and eﬁuipmﬂuh In a spacinl survey recen
conduetod by the De i of Commaores, many com-
ponies indicated their intentions to =dd to capacity for their
¥mductinn. While i% is not possible to derive an over-ll tofal

or the amount of such investment, neverthslsss, such expan-
gion would provide soms offsst to deolines which
alsewhere in the economy, ]

It should oot be implied thot the sales nssocinted with
the frat-growing products represent in all cases o net addi-
tion to the total notivity of the industry concerned. Some
of these products are directly eompetitive with established
products; mon-mnde fibers are an example where not all of
the sales represent a not amount of pew Dusiness for the
taxtile industry o2 n whole. Ewven in such coese the deral-
umﬂnt of new products leads to additional investment in
plant and equipment. On the other hand, muny new prod-
uets marleeted in recent yeary are not directly competitive
with old-established ones and hence provide o net addition,

may ovcur

INustrations of Rapid Growth

In view of the divergent charecteristics of growih indus.
tries, it is of interest to exnmine o few cases briefly to brin
out the nature of the expansion snd the problems invalved,
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Chemicals generally rapidly growing

The cutput of the chemicnl industry haa risen continu-
ounaly eince the early twenties. Sinee 1929 production bas
grown 4k ¢n average rate of 10 pereent a yenr. The only
Blgmﬁcn.nt- excoption to the upwerd tend waz from 1830 to
1832, and even then the decline was much less than in ether
segments, and the recovery more rapid. Its g{:,test. period
of expansion occuired during and following the last war whan
the special demands coalled for the development of antirvel
new products and greatly incrensed output of regnlar line
items. These favorabla trends nre #till continuing,

Bgth of the major sepments of the chemical industry—
organic nnd inorgunia cﬁl;;:nicah—hnm partivipnted in the
rapid expansion of ontput in the past 25 yenrs. The organic
group, where the development of new preducts hes besn

nlly noteworiby, bas shown a rate of growth of outpui

12 percent o yeor, as compnred with 6 percent for in-
OTganics.

Much of tha growth of the industry has baen due to the
davalopment of new crmdunta, such na plasiies, synthetic
fibers, detergants, and satibictics. Mony well-established
basio chembeats, meluding sullphur, phosphetes, and weids,
hove aleg expanded but nt & plower rate than the hew lines.
Becouge in mony cases new chemicols were cheaper, or more
suisnble, or of better guality, they hoave replnced other
products in many manufacturing processes,
example, are now being vsed ns an alternstive to metals
snd wood in many items. Synthetic fibers—first rayon and
soetnde and more recently nylon, orlon, dacron, dynel, and
vicars, sod others wl:u% hed barely dented the textile
}'inhm'ket B deeade agpo—are now supplementing the natural

ers,

Thesa dynamio developments are being accompaniad by
large expansion programa to incrensse the copacity to pro-
duee various types of chemicnls. Expansion goals hava
heen sancun ¥ the Defense Production Administradion
for 43 important chemics]l materials. The total eonpitnl
expancion program scheduled far eompletion within the next

several years is ecied to incresss the uug];ut of the
induetry by more fhan 50 percent over that of ths emly
part of 1951,

Eleetric power also growing rapidly

Eleciric pewer output has been m\vinjofghm& fimen ¢g faat
a8 the average for sll indvstiies, or o to 10 porcent
annually sinca 1900. Thia is a case where the growth hoa
been peraistent.  Since 1940 it hos been stimulnted by the

rapid growth of atomie enargy and the marlced exponsion of
alominum production, both requiring Inrge amounts of
clectric power.

ing paes with the sttong demand for power iz the

copital investment in new plent and agquipment. Since the
cnd of the wor, private utility cotmpanies have spent more
than $10 billion for the construetion of new fucilities. Prosent

lans call for an additionsl expenditure of 83 billion to
gqoat 1954 genarating capacity by nenrdy o third over 1951.

SURVEY OF CURRENT BUSINESS

Plastica, for
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Air transportation

Although smaill, ths eir transportstion industry bas -

grown al en ay punual rate of nearly 25 percent Eﬂr
ear in the past decade. Accompanying thia growth has
een the expansion of opersting facilities of the scheduled
airlines. In & recent repori the Civil Aeronnutics Adminis-
tration estimsted that aiding passenger trafic will reach

40 million nirline passengers by 1960, or about two-thirds

in a3 larpe as the 1952 volume. This in tum will involve -

construction of additionol planes nnd aj

orts and will

provide air service to 4n increasing number of communities. -

PVarying patierns in the textile industry

In contrast to the fore
general growth in total and in the most of their s
the textile industry illustrates the case where totol production

going industries which have shown )
£nts -

has been relatively etabla bub important new segments

within the industry have grown rapidly. Thesa new seg-
ments comprise the o fibers wd]:-.l?ﬁh compete direc
with eotton {atill by far the largeat in wolumae), wool, an
gilk, As & result, consumption of the last three fibere hes
declined relative to the total.

In the Ggustwm yemz totol fiber consumption kas been

maintained lorgely as & result of the expansion in the use
of the si_(nt-hetrm . now account for more then
& Rith of total consumption.

Strong demand for new household durables

Included in the teble of fast-growing industries are fiftasn

household durable goods.  Seme of thess —wrashing machines,
aleckric mnﬁe:, wetar henters, and oif burners —were wzll
catoblishad lines before World War II. Others wars intro-
dueed just prior to the war when production wae discon-
tinved, so thet oll of their growth occurred in tha postwomr

Yoars.

Heading the list of fast-growing housshold durables is
t/almrision.g This industry n.muuntgd for nearly two-fiftha
of the factory value of shipraents in 1951 for the houschald
durables ineluded in the tabls. The proapeets for a con-
tinued high prowth rute are clearly indicated when it is
renlized that the 108 sending stadtons now in opersiion
serve only nbout one-holf of the Nation's total tigpuhﬁnm
The lifting ol the telovision station freeze by the Federal
Communications Commission in April 1952 will ¢lear the
way for the aventual comstruction of mony new stations
which_will ultimately mnke television prograws availoble
on o Notion-wide hasis,

Part of the high demand for household equipmoent is, of
course, attributable to the high level of conbstruction sinee
the wor. Warm-air furnaces and aome other types of

housahold Eﬂuipmant bave thus been influsnoesd J}rl this .
C

factor ns wall as by the rising purshasing power which waa
o major factor in the increase in the general line of con-
sumers’ durable goods,
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